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Department of Education Overview

o Modifies school funding formula, including increases
to the formula amount to $6,010 in FY 2018 and
$6,020 in FY 2019

e Provides increases of 1.6% and 1.4% in FY 2018 and

Department of
- FY 2019, respectively, in GRF and lottery spending
Ed u cat I o n ¢ Continues the current law mechanism to phase out

TPP reimbursements

¢ Increases the maximum amounts for the Cleveland
Scholarship Program

OVERVIEW « Modifies the College Credit Plus Program

Agency Overview

The Ohio Department of Education (ODE) oversees a public education system
consisting of 610 public school districts, 49 joint vocational school districts (JVSDs), and
approximately 370 public community schools. This system enrolls approximately
1.7 million students in grades kindergarten through 12 and graduates approximately
119,000 students each year. In addition, ODE monitors 52 educational service centers,
other regional education providers, several early learning programs, and approximately
700 state-chartered nonpublic schools. ODE also administers the school funding system,
collects school fiscal and performance data, develops academic standards and model
curricula, administers the state achievement tests, issues district and school report
cards, administers Ohio's school choice programs, provides professional development,
and licenses teachers, administrators, treasurers, superintendents, and other education
personnel.

ODE is governed by a 19-member State Board of Education. Eleven of those 19
members are elected by the citizens of Ohio and the other eight members are appointed
by the Governor. The Superintendent of Public Instruction, who is hired by the State
Board of Education, is responsible for ODE's day-to-day operations. As of the end of
July 2017, ODE has 555 full-time permanent employees.

Appropriation Overview

Agency Appropriations by Fund Group, FY 2018-FY 2019
(Am. Sub. H.B. 49)

Fund Group FY 2017+ FY2o018 |, ?039?232’018 Fy2o1e |, (’2/"0‘;2‘_"‘:32’019
General Revenue $7,873,631,736 | $7,988,711,535 1.5% $8,117,425,393 1.6%
Dedicated Purpose $93,964,802 $52,447,962 -44.2% $51,060,897 -2.6%
Internal Service Activity $11,203,185 $15,404,411 37.5% $15,404,411 0.0%
State Lottery $1,077,203,689 | $1,106,630,000 2.7% $1,107,630,000 0.1%
Federal $1,900,722,623 | $2,004,032,717 5.4% $2,027,485,817 1.2%
TOTAL $10,956,726,034 | $11,167,226,625 1.9% $11,319,006,518 1.4%

GRF and Lottery $8,950,835,425 | $9,095,341,535 1.6% $9,225,055,393 1.4%

*FY 2017 figures represent actual expenditures.
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Overview Department of Education

The budget provides a total appropriation of $11.17 billion in FY 2018 and
$11.32 billion in FY 2019 for ODE. The preceding table and Chart1 present the
appropriations by fund group. As the chart shows, appropriations from the GRF and
State Lottery Fund (SLF) Group make up a majority of ODE's funding for the biennium
at 81.5%. Federal funds account for the next largest portion at 17.9%. The Dedicated
Purpose Fund (DPF) Group and the Internal Service Activity (ISA) Fund Group account
for the remaining 0.6%. The large decrease in the DPF Group in FY 2018 is mainly due
to the budget's elimination of funding for a supplemental payment to traditional school
districts that, in general, limited losses associated with the phase-out of tangible
personal property (TPP) replacement payments in FY 2016 and FY 2017.

Chart 1: Biennial Budget by Fund Group, FY 2018-FY 2019

SLF
9.8%
DPF
0.5%
GRF
71.6%____ ISA
0.1%
17.9%

Primary and Secondary Education's Share of the State GRF Budget*

The four major spending areas of the state budget are: primary and secondary
education, human services, higher education, and corrections. State-source GRF
appropriations total $49.20 billion for the FY 2018-FY 2019 biennium. Chart2 shows
these recommendations broken down by the four major spending areas as well as
spending allocated to local government funds and all other areas. Spending on primary
and secondary education continues to be the largest spending area at 43.8% of the
budget. The proportions for the other areas of spending are: 26.5% for human services,
10.5% for higher education, 8.0% for corrections, 3.2% for local government funds, and
8.0% for all other areas.

1 For this section, the state GRF budget includes allocations from the General Revenue Fund (GRF), as
well as from the local government funds (LGFs), and the Lottery Profits Education Fund (LPEF) but does
not include spending reimbursed by the federal government.
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Department of Education Overview

Chart 2: State Appropriations by Program Area,
FY 2018-FY 2019 Biennium
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Lottery Profits and State Spending on Education

In 1973, voters amended the Ohio Constitution to allow the creation of the Ohio
Lottery. In 1987, voters approved an additional constitutional amendment that
permanently earmarked lottery profits for education. In FY 2012, the Ohio Lottery began
regulating video lottery terminals (VLTs) at Ohio horse racetracks (racinos). Generally,
the majority of lottery profits in each year have been combined with the GRF to provide
foundation funding to schools in Ohio.

Chart 3 shows the percentage of state GRF and LPEF spending on primary and
secondary education that comes from lottery profits. As can be seen from Chart 3,
lottery profits have always been a relatively small percentage of this spending. After
reaching a peak of 16.9% in FY 1991, this percentage decreased to a record low of 7.6%
in FY 2007. This percentage stabilized between around 8.0% and 9.0% until the
emergence of VLTs at Ohio racinos in FY 2014, which along with other factors,
significantly increased lottery profits. In FY 2015, lottery profits spending on primary
and secondary education reached a recent peak of 10.5%. In FY 2016 and FY 2017, the
percentage decreased slightly to 10.3% in each year. In this biennium, the percentage is
expected to be consistent with that of recent years, at 10.4% in FY 2018 and 10.2% in
FY 20109.

From FY 1991 to FY 2013, the annual dollar amount of lottery profits accounted
for in the budget was relatively steady, ranging from a low of $634.9 million in FY 2002
to a high of $745.0 million in FY 2010. The budgeted commitment of lottery profit
transfers began to steadily increase in FY 2014, when lottery profit commitments
reached $840.1 million, and surpassed the $1.0 billion mark in FY 2015. Lottery profit

Legislative Service Commission Greenbook Page 3



Overview Department of Education

commitments will exceed $1.1 billion each year in this biennium. From FY 1988 to
FY 2017, total state GRF and lottery spending on primary and secondary education
increased by $7.04 billion (204.5%). Of this growth, $641.6 million (9.1%) was provided
by the lottery.

Chart 3: Lottery Profits as a Percentage of Total State GRF
and Lottery Spending for K-12 Education, FY 1988-FY 2019
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Traditional School District Funding

The budget largely retains the current method used to determine the amount and
allocation of state aid for traditional school districts. Nonetheless, the budget makes
various changes to the school funding formula for FY 2018 and FY 2019, including
changes to the computation of the state share index, increases in the formula amount,
alterations to the pupil transportation formula, changes to the computation of capacity
aid, and a revised basis for determining temporary transitional aid and the gain cap.
The budget also makes routine updates to the tax years and student counts used to
calculate three-year average valuation per pupil and other components of the state
share index as well as two other components: targeted assistance and capacity aid.
These changes are described in more detail below. For a detailed analysis of the system
of funding public schools in Ohio under H.B. 64 of the 131st General Assembly,
including state, local, and federal revenues, please refer to the February 2017 edition of
the School Funding Complete Resource on the LSC website.?

State Share Index

The state share index is the formula's measure of a district's capacity to raise local
revenue. In general, the index is translated from a district's wealth index, which is based
on a valuation index and, for certain districts, an income index. In general, the state

2 http://www.lsc.ohio.gov/schoolfunding/edufeb2017.pdf.
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Department of Education Overview

share index is calculated once for both years of the biennium. However, the budget
makes an exception for certain school districts adversely affected by devaluation of
power plants. The budget's changes to the calculation of the state share index are
discussed in more detail below.

Valuation Index — Exception to Three-year Average for Eligible Districts Adversely
Affected by Power Plant Devaluation

In general, the valuation index is equal to the district's three-year average
valuation per pupil divided by the statewide three-year average valuation per pupil.
The budget calculates the valuation index in generally the same manner as in prior
years, except for the "eligible districts" adversely affected by power plant devaluation
noted above. For both FY 2018 and FY 2019, the budget replaces an eligible district's
three-year average value with the district's total taxable value for the most recent tax
year available, if the value for the most recent tax year available is less than the three-
year average. For example, an eligible district would qualify for its TY 2016 value to be
used in place of its three-year average value for TYs 2014, 2015, and 2016 to compute its
valuation index for FY 2018. Likewise, an eligible district in FY 2019 would qualify for
its TY 2017 value to be used in place of the three-year average value. For districts such
as these whose values are declining, using only the most recent year's value makes the
district look less wealthy because the three-year average value phases-in valuation
reductions by including data from higher value years before the devaluation took place.
Overall, these provisions are meant to provide additional state funds to an eligible
district to assist with potentially significant reductions in local property tax revenue.

To qualify, a school district must satisfy all of the following criteria related to its
public utility tangible personal property (TPP) value and the total taxable value of
power plants in the district:

e The district's public utility TPP value is at least 10% of the district's total
taxable value for the tax year immediately preceding the most recent tax
year for which data is available;

e The district's public utility TPP value for the most recent tax year for
which data is available is at least 10% less than its public utility TPP value
for the tax year immediately preceding the most recent tax year for which
data is available; and

e The total taxable value of power plants in the district for the most recent
tax year for which data is available is at least 10% less than the total
taxable value of power plants in the district for the tax year immediately
preceding the most recent tax year for which data is available.

As the criteria above indicates, the determination of eligible districts will be made for
each fiscal year when new tax data is available. However, if a district is eligible for the
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adjustment in FY 2018 but not in FY 2019, the budget specifies that the district's state
share index for FY 2019 must be the same as the district's state share index for FY 2018.

Per-Pupil Formula and Categorical Amounts

The budget provides annual increases in the per-pupil formula amount used to
calculate the opportunity grant and other formula components. The budget increases
the per-pupil formula amount from $6,000 in FY 2017 to $6,010 in FY 2018 and $6,020 in
FY 2019, increases of 0.2% per year.

The per-pupil amounts and other various factors for special education additional
aid, K-3 literacy funds, career-technical education funds, economically disadvantaged
funds, gifted education funds, and limited English proficiency funds remain unchanged
from those used in FY 2017.

Capacity Aid

The budget changes the computation of capacity aid, a formula component that
targets funding to smaller districts with relatively low total property valuation. The
component is based on the amount a district can raise with one mill and is provided to
districts that raise less than the median amount. Capacity aid is calculated on a sliding
scale so that districts further from the median receive a higher amount. The budget
increases a multiplier used in the formula for computing capacity aid funds from 3.5 in
FY 2017 to 4.0 in both FY 2018 and FY 2019 to direct additional funds to this component.

Pupil Transportation

While the budget largely retains the mechanism used to allocate funding to
school districts under the pupil transportation formula, one significant adjustment is
made. The budget decreases the minimum state share applied to a district's calculated
transportation cost from 50% in FY 2017 to 37.5% in FY 2018 and 25% in FY 2019. This
change follows a similar modification made in the previous main operating budget act,
H.B. 64, which decreased the minimum state share of a district's calculated
transportation cost from 60% to 50% beginning in FY 2016.

State Aid Adjustments

Temporary Transitional Aid

Under the H.B. 64 formula, temporary transitional aid was provided to districts
in FY 2016 and FY 2017 to generally guarantee 100% of their FY 2015 state aid. The
budget modifies the calculation of temporary transitional aid to guarantee that all
districts generally receive at least the same amount of state aid in each fiscal year of the
biennium as in FY 2017, except as follows for certain districts losing enrollment:
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e If a district's percentage change in total ADM between FY 2014 and
FY 2016 is a decrease of 10% or greater, the district is guaranteed, in both
FY 2018 and FY 2019, 95% of the district's amount of state aid in FY 2017.

e If a district's percentage change in total ADM between FY 2014 and
FY 2016 is a decrease between 5% and 10%, the district is guaranteed, in
both FY 2018 and FY 2019, a scaled amount between 95% and 100% of the
district's amount of state aid in FY 2017.

Temporary Transitional Aid

Temporary transitional aid =
(Transitional aid guarantee base x transitional aid guarantee base percentage) - Foundation funding for the guarantee

If these calculations result in a negative number, then
Temporary transitional aid = $0

Transitional aid guarantee base in FY 2018 and FY 2019 = the following FY 2017 amount after any reductions to
comply with the gain cap: Opportunity grant + Targeted assistance + Special education additional aid + K-3 literacy
funds + Economically disadvantaged funds + Limited English proficiency funds + Gifted funds + Capacity aid +
Graduation bonus + Third grade reading bonus + Total base transportation funds + Transportation supplement +
Temporary transitional aid

Foundation funding for the guarantee = Opportunity grant + Targeted assistance + Special education additional aid +
K-3 literacy funds + Economically disadvantaged funds + Limited English proficiency funds + Gifted funds + Capacity
aid + Graduation bonus + Third grade reading bonus +Total base transportation funds + Transportation supplement

Total ADM percentage change = (Total ADM for FY 2016 / Total ADM for FY 2014) - 1

If Total ADM percentage change < -10%:
Transitional aid guarantee base percentage = 95%
If Total ADM percentage change > -10% and < -5%:
Transitional aid guarantee base percentage = Total ADM percentage change + 105%
If Total ADM percentage change = -5%:
Transitional aid guarantee base percentage = 100%

Temporary Transitional Career-Technical Education Aid

In FY 2017, career-technical education and career-technical associated services
funds were provided outside the H.B. 64 formula's guarantee provisions. The budget
continues to provide career-technical education funding and career-technical associated
services funds outside the H.B. 49 formula's main guarantee provisions described
above. However, the budget also separately guarantees that districts will receive, in
both years of the biennium, at least 100% of the funding received for career-technical
education and career-technical education associated services for FY 2017.
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Temporary Transitional Career-Technical Education Aid

FY 2018 Temporary transitional career-technical education aid =
FY 2017 total career-technical education aid - FY 2018 total career-technical education aid
If this calculation results in a negative number, then temporary transitional career-technical education aid = $0

FY 2019 Temporary transitional career-technical education aid =
FY 2017 total career-technical education aid - FY 2019 total career-technical education aid
If this calculation results in a negative number, then temporary transitional career-technical education aid = $0

Total career-technical education aid = Career-technical education funds + Career-technical education associated
services funds

Gain Cap

Foundation funding under the budget continues to be subject to a gain cap. In
FY 2017, the gain cap was set at 7.5% compared to the previous year's foundation
funding. In general, the budget sets the gain cap at 3.0% of prior year funding in each
year of the biennium, except that additional growth is permitted as follows:

e If a district's percentage change in total ADM between FY 2014 and
FY 2016 is 5.5% or greater in FY 2018 or 6.0% or greater in FY 2019, the
gain cap is set at 5.5% and 6.0% of the district's previous year's state aid in
FY 2018 and FY 2019, respectively.

e If a district's percentage change in total ADM between FY 2014 and
FY 2016 is between 3.0% and 5.5% in FY 2018 or between 3.0% and 6.0% in
FY 2019, the gain cap is set at a scaled amount between 3.0% and 5.5% and
between 3.0% and 6.0% of the district's previous year's state aid in FY 2018
and FY 2019, respectively.

The budget continues to exempt from the gain cap the graduation bonus, the
third grade reading bonus, and career-technical education and career-technical
education associated services funds, which were all exempt in FY 2017. The budget
moves capacity aid and the transportation supplement inside the cap calculations in
FY 2018 and FY 2019, though the transportation supplement will be capped only if the
calculated amounts for the other components are insufficient to fully comply with the
cap limitation. This is the same way the formula treats special education additional
funds and base pupil transportation funds.

The budget modifies the gain cap calculations for the "eligible school districts"
that are adversely affected by power plant devaluation described above. Essentially, the
gain cap for an "eligible district" is the lesser of (1) the district's foundation funding each
tiscal year before the cap is applied and (2) the district's prior year funding plus the
difference in the district's taxes charged and payable for the tax year three years
preceding the tax year in which the current fiscal year ends and those taxes for the tax
year two years preceding the tax year in which the current fiscal year ends (i.e., for
FY 2018, the loss in local property taxes from TY 2015 to TY 2016 and, for FY 2019, the
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loss in local property taxes from TY 2016 to TY 2017). In no circumstance can an eligible
district's funding be limited by more than the general limitation that applies to all other
school districts. The modification to the gain cap for eligible districts permits them to
more fully take advantage of their increased state share index values by lifting the gain
cap up to the loss in local property tax revenue from year to year. The calculation of the
gain cap is summarized below.

Gain Cap

Gain cap (general) = Limitation base x Limitation base multiplier

Limitation base for FY 2018 = the following FY 2017 amount after any reductions to comply with the gain cap:
Opportunity grant + Targeted assistance + Special education additional funds + K-3 literacy funds + Economically
disadvantaged funds + Limited English proficiency funds + Gifted funds + Capacity Aid + Total base transportation

funds + Transportation Supplement + Temporary transitional aid

Limitation base for FY 2019 = the following FY 2018 amount after any reductions to comply with the gain cap:
Opportunity grant + Targeted assistance + Special education additional funds + K-3 literacy funds + Economically
disadvantaged funds + Limited English proficiency funds + Gifted funds + Capacity Aid + Total base transportation

funds + Transportation Supplement + Temporary transitional aid + Cap offset payment

If Total ADM percentage change = 5.5% in FY 2018 or 2 6.0% in FY 2019:
Limitation base multiplier = 1.055 in FY 2018 or 1.06 in FY 2019
If Total ADM percentage change > 3% and [< 5.5% in FY 2018 or < 6.0% in FY 2019]:
Limitation base multiplier = Total ADM percentage change + 1
If Total ADM percentage change < 3.0%:
Limitation base multiplier = 1.03

Gain cap (“eligible school districts") = the greater of:
1. The lesser of:
a. Foundation funding subject to the gain cap (i.e., funding before the cap is applied) and

b. Limitation base + (Taxes charged and payable for tax year three years preceding the tax year in which the current
fiscal year ends - the taxes charged and payable for the tax year two years preceding the tax year in which the
current fiscal year ends)

2. The general gain cap

Cap Offset Payment

The budget provides a cap offset payment in FY 2018 for capped districts that are
also experiencing a net decrease in funding from foundation aid and fixed rate
operating direct reimbursements for TPP tax losses ("combined state aid") between
FY 2017 and FY 2018. The payment is calculated as an amount equal to the lesser of
(1) the district's cap reduction in FY 2018 and (2) the district's net loss in combined state
aid between FY 2017 and FY 2018. While the cap offset payment is calculated only for
FY 2018, the amount of a district's FY 2018 cap offset payment is included in the
district's FY 2019 limitation base to allow the district greater growth in foundation aid
in the second year of the biennium.
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Cap Offset Payment

Cap offset payment for eligible school district = the lesser of:
1. FY 2017 Combined state aid - FY 2018 Combined state aid
2. FY 2018 cap reduction

Combined state aid = Foundation funding + Fixed rate operating direct reimbursements for TPP tax losses

FY 2017 Foundation funding = the following FY 2017 amount after any reductions to comply with the gain cap:
Opportunity grant + Targeted assistance + Special education additional funds + K-3 literacy funds + Economically
disadvantaged funds + Limited English proficiency funds + Gifted funds + Capacity Aid + Total base transportation

funds + Transportation Supplement + Temporary transitional aid

FY 2018 Foundation funding = the following FY 2018 amount after any reductions to comply with the gain cap:
Opportunity grant + Targeted assistance + Special education additional funds + K-3 literacy funds + Economically
disadvantaged funds + Limited English proficiency funds + Gifted funds + Capacity Aid + Total base transportation funds
+ Transportation Supplement + Temporary transitional aid + Temporary transitional career-technical education aid

FY 2018 cap reduction = Absolute value of (FY 2018 Gain cap - FY 2018 Foundation funding subject to the gain cap)

Eligible school district =
FY 2018 cap reduction > $0 and
(FY 2017 combined state aid - FY 2018 Combined state aid) > $0

Final State Aid

A district's final state aid in each fiscal year is the lesser of the district's total
foundation funding subject to the gain cap or its gain cap plus the amounts computed
for the district for the components exempt from the gain cap, the cap offset payment,
and temporary transitional career-technical education aid. The calculation of final state
aid for each school district is summarized below.

Final State Aid

Final state aid for FY 2018 = (The lesser of Foundation funding subject to the gain cap or the gain cap) + Career-
technical education funds + Career-technical education associated services funds + Graduation bonus + Third grade
reading bonus + Cap offset payment + Temporary transitional career-technical education aid

Final state aid for FY 2019 = (The lesser of Foundation funding subject to the gain cap or the gain cap) + Career-
technical education funds + Career-technical education associated services funds + Graduation bonus + Third grade
reading bonus+ Temporary transitional career-technical education aid

Foundation funding subject to the gain cap in FY 2018 and FY 2019 = Opportunity grant + Targeted assistance +
Special education additional funds + K-3 literacy funds + Economically disadvantaged funds + Limited English
proficiency funds + Gifted funds + Capacity aid + Total base transportation funds + Transportation supplement +
Temporary transitional aid

Joint Vocational School District Funding

JVSDs continue to be funded separately from regular school districts. The budget
largely maintains the method used to determine the amount and allocation of state aid
for JVSDs, though some adjustments are made. The budget calculates the opportunity
grant using the same increased per-pupil formula amounts as traditional school districts
in FY 2018 and FY 2019 and makes routine updates to the tax years used to calculate
three-year average valuation for the purposes of the opportunity grant and thus, the
state share percentage. The formula continues to use a 0.5-mill charge-off for core
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opportunity aid to derive each district's state share. The budget also adjusts core
foundation funding by guaranteeing and limiting foundation funding in substantially
the same manner as traditional school districts, except that career-technical education
funds are not separately guaranteed as is the case for traditional school districts. In
addition, the budget does not provide the cap offset payment to JVSDs.

Third Grade Reading Bonus for STEM Schools

Under continuing law, the third grade reading bonus provides funding based on
third grade reading proficiency rates to traditional school districts and community
schools. The budget provides the third grade reading bonus to STEM schools, which
became authorized to enroll students in any of grades K-12 pursuant to S.B. 3 of the
131st General Assembly. Formerly, STEM schools were permitted to enroll students
only in grades 6-12.

The bonus payment for community and STEM schools is funded directly
through a GRF earmark in ODE's budget rather than deducted and transferred from the
resident district's state foundation aid. The calculation for the third grade reading bonus
is shown in the table below. It is identical to the calculation of the payment for
traditional districts except that it does not use the state share index.

Third Grade Reading Bonus for STEM Schools

Third grade reading bonus = Third grade reading proficiency percentage x 0.075 x Formula amount
x Number of proficient or higher readers in third grade

Third grade reading proficiency percentage = The percentage of a district's students scoring at a proficient or
higher level of skill on the third grade English language arts assessment for the immediately preceding school year
as reported on the district's report card

Deductions and Transfers

The budget continues to count most students in the district where they reside. If
a student is educated in a community school, STEM school, another district through
open enrollment, or a chartered nonpublic school through a state scholarship program,
or if students take college level courses through the College Credit Plus (CCP) Program,
funding for that student is generally deducted from the state aid allocated to the
resident district and transferred to the educating school, district, or program. Outside of
changes to the CCP Program (see below), the budget retains the overall structure of the
formulas used to calculate the deductions from school districts, generally using the
same dollar amounts as are used in the formula for traditional school districts in
FY 2018 and FY 2019. Notable changes to the state's scholarship programs and CCP are
described below.
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Cleveland Scholarship Program

The budget increases the maximum scholarship amount that may be awarded
under the Cleveland Scholarship Program to students in grades K-8 from $4,250 to
$4,650 and to students in grades 9-12 from $5,700 to $6,000. The revised maximum
amounts are the same as those under current law for the EdChoice Scholarship
Program. Unlike other scholarship programs, this program is not funded through a
per-pupil deduction and transfer. Rather, the funding is provided through an earmark
of the Cleveland Municipal School District's state aid allocation and an earmark for
direct state payments.

Application Periods for the Jon Peterson Special Needs and Income-Based
EdChoice Scholarship Programs
The budget eliminates application periods for the Jon Peterson Special Needs
(JPSN) Scholarship and, instead, requires ODE to pay a scholarship directly to the
parent of each student receiving a scholarship or to the child's provider, upon receiving
the parent's application for a scholarship. This allows parents of qualifying children to
apply for a JPSN scholarship year-round, similar to the Autism Scholarship Program.

The budget also changes the way the application periods for income-based
EdChoice scholarships are managed. Formerly, application periods were divided into
two windows. Beginning with the 2017-2018 school year, the budget specifies that ODE
need not conduct a second application period for income-based EdChoice scholarships
if the scholarships awarded in the first application period use the entire amount
appropriated for that school year. If there are funds remaining, ODE must conduct a
second application period. Going forward, ODE must determine by May 31 of each
school year whether funds remain available for income-based EdChoice scholarships
after the first application period.

College Credit Plus

CCP allows both public and nonpublic high school students to attend classes at
postsecondary education institutions and earn both high school and college credits at
state expense. Public high school students are counted in their resident districts' ADMs
for funding purposes. If the student participating in CCP attends a public school
outside of the resident district, the funding for the student follows the student to where
they are educated, as described above. The tuition amounts for the college classes the
student attends are deducted from the educating districts' state aid to pay for the
program. The budget makes several changes to the CCP Program in areas of payment
amounts, student eligibility, and certain administrative and reporting requirements,
among others, which are briefly described below. For additional details on the budget's
changes to CCP, please see the LSC Bill Analysis.
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Payment Amounts

Under current law, the formula for CCP payments calculates per credit hour
"default ceiling" and "default floor" amounts in each fiscal year that correspond to
certain methods of course delivery and instruction. The calculations of these amounts
depend on the per-pupil formula amount. The payment rates currently range from
about $42 (default floor) to $166 (default ceiling) per credit hour. A school district and
college may enter into an alternative payment structure, but the negotiated rate cannot
be higher than the default ceiling amount per credit hour or lower than the default floor
amount per credit hour unless a lower amount is approved by the Chancellor of Higher
Education. The budget maintains the current payment amounts for CCP and prohibits
an alternative payment structure exceeding the college's standard payment rate, which
is the college's in-state, undergraduate tuition fee per credit hour (this provision mainly
affects community colleges and could affect some university branch campuses due to
their lower tuition rates). The budget also permits, rather than requires as under former
law, the Chancellor of Higher Education to approve payments made by ODE for a CCP
course under an alternative payment structure to be below the default floor amount, so
long as the provisions of the agreement comply with all other requirements of CCP to
ensure program quality.

Student Eligibility

Beginning with the 2018-2019 school year, the budget also requires students
seeking to participate in CCP to meet certain eligibility standards. Currently, any
student wishing to participate in CCP must apply to a public or participating private or
out-of-state college in accordance with the college's standards for admission and meet
that college's established standards for admission and for course placement. The budget
also requires a student, as a condition of eligibility, to either: (1) be considered
"remediation-free" on one of the assessments established by the college presidents for
the purpose of determining a student's remediation-free status or (2) score within one
standard error of measurement below the remediation-free threshold for one of those
assessments and either (a) have a GPA of at least 3.0 or (b) receive a recommendation
from a school counselor, principal, or career-technical program advisor. The budget
requires the college to which a student applies to participate in the CCP Program to pay
for one assessment to determine the student's eligibility and to determine whether each
student meets the remediation-free threshold or the alternative criteria. Additional
assessments used to determine student eligibility will be the financial responsibility of
the student.

The budget also requires the Chancellor of Higher Education, in consultation
with the Superintendent of Public Instruction, to adopt rules specifying conditions
under which underperforming participants may continue participating in CCP.
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Reports

The budget also contains several provisions related to reports for the CCP
Program. The budget requires the Chancellor and Superintendent to submit a joint
annual report, beginning in December 2018 and ending in December 2023, on specified
outcomes of the CCP Program that are supported by empirical evidence, including a
number of measures that are disaggregated by students who participated in CCP and,
upon graduation, enroll in an Ohio college during the same academic year.

In addition, the budget makes permissive, instead of mandatory as under former
law, a biennial report detailing the status of the CCP Program that is also jointly
submitted by the Chancellor and the Superintendent. If the Chancellor and
Superintendent choose to submit this biennial report, the budget limits the data that
may be included to that which is available through the Higher Education Information
System, a database administered by the Chancellor through which higher education
institutions submit various enrollment and finance data.

School Funding Recomputations

The budget makes changes to the manner in which state foundation aid is
recomputed due to changes in a district's property tax base that become known after the
funding is initially computed. The budget requires ODE to recompute the state aid of
each city, local, and exempted village school district with a 10% (rather than 5% under
former law) increase or decrease in the taxable value of all public utility TPP in the
preceding tax year compared to the second preceding tax year. Under continuing law,
the Tax Commissioner determines which districts satisfy this criterion and certifies
specified information regarding each district's increase or decrease to ODE and the
Office of Budget and Management. In performing this recomputation, ODE must
(1) replace the "three-year average valuations" used in the school funding formula with
the "total taxable value for the district in the preceding tax year" and (2) not apply any
funding limitations enacted by the General Assembly.

The budget requires ODE to pay to or deduct from each district for which a
recomputation is performed under this provision the lesser of (1) the difference between
the district's state education aid prior to the recomputation and the district's
recomputed state aid and (2) the increase or decrease in taxes charged and payable on
the district's total taxable value for the preceding tax year and the second preceding tax
year. However, ODE is prohibited from either making a payment to a district that
experiences an increase in the taxable value of public utility TPP or deducting funds
from a district that experiences a decrease in the taxable value of public utility TPP.
Under former law, ODE paid or deducted from the district an amount equal to one-half
of the difference between the district's state education aid prior to the recomputation
and the district's recomputed state aid.
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The budget also repeals two provisions enabling school districts to have their state
funding recomputed for property value reductions causing tax refunds of more than 3%
of a district's current expense tax revenue and for property value reductions arising
from property owner complaints, late current agricultural use value (CAUV)
determinations, and retroactive tax exemptions.

Recommendations for Compensating Districts for Valuation Losses

The budget requires ODE, on an annual basis, to recommend to the General
Assembly a structure to compensate each city, local, exempted village district and JVSD
that experiences at least a 50% decrease in public utility TPP value from one year to the
next for a percentage of the effect that decrease has on the district's state funding. This
payment structure must consider the effect the valuation decrease has on the amount of
state funding received by the district and any temporary transitional aid or payment
limitations imposed by the General Assembly that apply to the district.

Property Tax Reimbursement Phase-out

The budget maintains the current law mechanisms to phase out the payments
currently being made to school districts to partly reimburse them for the loss of property
tax revenue resulting from previously legislated reductions in local property taxes on
TPP. S.B. 208 of the 131st General Assembly modified the formula for calculating fixed-
rate operating direct reimbursements for TPP tax losses for school districts beginning in
FY 2018 by requiring that the payments be reduced based on a uniform % mill
(0.000625) of the average of the total taxable value of the district for TYs 2014, 2015, and
2016. The budget does not change that methodology, the goal of which was to slow
down the pace at which the TPP payments for traditional school districts were phased
out. Under prior law enacted in H.B. 64, payments were reduced in FY 2016 and
FY 2017 according to certain percentage of a district's total resources.

In FY 2017, spending for the reimbursement payments to school districts was
$245.5 million. In line with the revised methodology in S.B. 208, the budget decreases
the appropriations for the reimbursements to $207.3 million in FY 2018 and
$165.2 million in FY 2019, reductions of $38.2 million (15.5%) and $42.1 million (20.3%),
respectively.

Early Childhood Education

Preschool Slots

The budget provides a total of $73.1 million each fiscal year for early childhood
education programs for low-income children. These amounts support up to 17,938
preschool slots with the state funding allocation of $4,000 per child. Of the total preschool
slots funded, up to 16,688 (93.0%) are supported by GRF line item 200408, Early
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Childhood Education, in ODE's budget® and 1,250 (7.0%) are supported by casino
operator settlement fund moneys appropriated in Fund 5KTO line item 600696, Early
Childhood Education, in the Ohio Department of Job and Family Services (ODJES)
budget. FY 2017 marked the first year that casino operator settlement fund moneys were
used to fund early childhood education grants.

Pilot Programs
The budget permits ODE to use a portion of GRF line item 200408 to establish a
pilot program that would allocate preschool slots to low-income parents rather than to
providers. If established, ODE expects to operate the pilot program in two to three areas
around the state. The award amount is expected to be $4,000 per child, the same as the
existing early childhood education grant program.

The budget also requires ODE to implement an early childhood education pilot
program in one or two counties in the Appalachian region of the state. The funding is to
be distributed to existing providers of early childhood education programs or to any
new eligible provider to fund a total of 125 eligible children each fiscal year. According
to ODE, the award amount under the pilot program will also be $4,000 per child.

Eligibility

In FY 2017, H.B. 64 limited program eligibility to four-year-old children only
instead of both three- and four-year-olds, which lead to some preschool slots going
unfilled that year. In FY 2018 and FY 2019, the budget prioritizes funding for children
who are at least four years old but not yet eligible for kindergarten. However, if an early
childhood education provider has remaining funding after awards are made for four-

year-olds, the budget permits the provider to seek approval from ODE to consider
qualified three-year-olds eligible for funding.

The budget continues to require the development of joint processes between the
ODJFS-administered Publicly Funded Child Care Program, and ODE's Early Childhood
Education Program in the areas of program eligibility determinations, applications,
attendance tracking, and alignment of copays.

Provisions Related to Assessments and Graduation

Social Studies Assessments

The budget eliminates the fourth- and sixth-grade statewide achievement
assessments in social studies. Instead, the budget requires each school district or school
to teach and assess social studies in at least the fourth and sixth grades and determine
any such social studies assessment, which may be formative or summative in nature.

3 The budget earmarks up to 2% of the appropriations for GRF line item 200408 for ODE's administrative
costs related to the program.
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The budget prohibits a district or school from reporting the results of any social studies
assessment to ODE. The budget maintains the other elementary state assessments,
which are English language arts and math for each of grades 3-8 and science for grades
5and 8.

Release of State Test Questions

The budget requires at least 40% of the questions from each elementary state
assessment and high school end-of-course exam to become public records beginning in
the 2017-2018 school year. Former law required all questions and preferred answers on
an assessment to become public record in phases over a two-year period following the
administration. The budget also requires ODE to determine which questions will be
needed for reuse on a future assessment and prohibits the release of those questions as a
public record. Lastly, the budget prohibits ODE from making any questions from the
elementary English language arts and mathematics assessments administered in the
2015-2016 school year a public record in 2017.

Graduation Pathways for the Class of 2018

The budget creates two alternative graduation pathways exclusively for students
who are enrolled in a school district, other public school, or chartered nonpublic school
and who entered ninth grade for the first time on or after July 1, 2014, but before July 1,
2015 (Class of 2018) in lieu of the three existing graduation pathways. A student may
qualify for a diploma under the new criteria if the student either:

e Takes all applicable state tests, retakes certain low-score end-of-course
exams, completes the district's or school's curriculum, and satisfies two of
a number of other conditions, including completing a capstone project
during the 12th grade and having a 93% attendance rate during the 12th
grade; or

e Takes all applicable state tests, completes the district's or school's
curriculum, completes an approved career-technical training program,
and satisfies one of a number of other conditions, including obtaining an
industry recognized credential.

Provisions Related to Community Schools

Sponsor Evaluations

Under continuing law, ODE annually assigns an overall rating to the sponsors of
community schools based on a combination of: (1) the academic performance of
students enrolled in community schools under the sponsor's oversight, (2) the sponsor's
adherence to quality practices, and (3) the sponsor's compliance with laws and
administrative rules. The budget contains several provisions modifying laws related to
the evaluation system. The budget requires ODE annually by July 15 of each year to
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